The quest for prosperity: how developing economies can take off by Nguyen, Xuan
	 	
	
 
 
This is the published version:  
 
 
Nguyen,	Xuan	2013,	The	quest	for	prosperity:	how	developing	economies	can	take	off,	Journal	of	
international	trade	&	economic	development,	vol.	22,	no.	2,	pp.	317‐320.	
	
	
Available from Deakin Research Online: 
 
 
http://hdl.handle.net/10536/DRO/DU:30076689	
	
	
	
	
Reproduced	with	the	kind	permission	of	the	copyright	owner.		
	
	
Copyright	:	2013,	Taylor	&	Francis	
Full Term s & Conditions of access and use can be found at
http://www.tandfonline.com /action/journalInform ation?journalCode=rjte20
         9
The Journal of International Trade & Econom ic
Developm ent
An International and Com parative Review
ISSN: 0963-8199 (Print) 1469-9559 (O nline) Journal hom epage: http://w w w .tandfonline.com /loi/rjte20
The Q uest for Prosperity: How  Developing
Econom ies Can Take O ff
Xuan Nguyen
To cite this article: Xuan Nguyen (2013) The Quest for Prosperity: How Developing Econom ies
Can Take Off, The Journal of International Trade & Econom ic Developm ent, 22:2, 317-320, DOI:
10.1080/09638199.2013.778710
To link to this article:  http://dx.doi.org/10.1080/09638199.2013.778710
Published online: 23 Apr 2013.
Subm it your article to this journal 
Article views: 65
View related articles 
The Journal of International Trade & Economic Development, 2013
Vol. 22, No. 2, 317–320
BOOK REVIEW
The quest for prosper ity: how developing economies can take off, by Justin Yifu
Lin, Princeton, NJ, Princeton University Press, 2012, xvii + 285 pp., US$27.95
(hardback), ISBN 978-0-691-15589-0
In writing this book on economic growth and development, Lin was motivated by
the largely unanswered questions confronting generations of economists, at least
since Adam Smith’s (1776) pioneering work, The Wealth of Nations: how can a
country accelerate its growth and wealth creation to move from a low-income
agrarian economy to an industrialized middle-income economy and proceed to
a post-industrializing high-income economy? What are the respective roles of
the public and private sectors in this transformation? Indeed, there have been
voluminous works addressing these questions using the approach of neoclassical
economics, structural economics, and endogenous growth theory. However, as Lin
points out, none of these previous works seem to have addressed successfully the
aforementioned questions. This perhaps explains why nowadays, many countries,
especially African countries, are still facing the poverty trap – everyday, millions
of people in these countries go to bed hungry.
In The Quest for Prosperity: How Developing Economies Can Take Off, Lin
proposes a new framework to uncover the myth of economic growth, which he
names ‘new structural economics’. He defines new structural economics as ‘a
neoclassical approach to the study of the determinants of economic structure and
the causes of dynamic changes in the economic structure of a country over time’.
It is based on the latent comparative advantages – the dynamic factor endowments
that a country possesses. Throughout the book, Lin’s presentation of the new
structural economics is accompanied by several cases of success and failure in
economic development, many of which had been observed by Lin through his
solid experience of economics research in China and as a Senior Vice President
and Chief Economist for the World Bank, 2008–2012.
The book is divided into 10 chapters. In Chapters 1 and 2, Lin offers an
excellent review of the development thinking, ranging from the neoclassical
economics with the popular Solow–Swan model to the recent evolution of the
endogenous growth theory. He focuses the readers’ attention on the old struc-
tural economics, that emerged in the 1940s and which claimed that major and
quick structural changes are the driver of economic growth and late comer coun-
tries (agrarian economies) should adopt such a policy framework to reform their
economy to catch up with advanced countries (industrialized economies). How-
ever, Lin points out that the old structural economics, like the other approaches,
failed to explain why many developing countries went into a dire poverty trap
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after the World War II. He argues that a gradual, rather than rapid, structural
change could lead to a better outcome in economic reform. Furthermore, a coun-
try must ensure its industrial upgrading to be in line with its latent compar-
ative advantages. These lay the foundation for his proposal of new structural
economics.
Chapters 3 and 4 focus on the lessons from failures and success in economic
reform, respectively, in which Lin provides evidences supporting his gradual struc-
tural change arguments. Ghana, Senegal, and Egypt are typical examples for fail-
ure, which followed an aggressive economic reform strategy in the 1950s and
1960s. The government of these countries targeted transforming their labour-
intensive industries into heavy and capital-intensive industries in which they did
not have comparative advantage. They did so by large-scale state investments. The
outcomes of such economic reform were protection and other macroeconomic
problems: the existence of uncompetitive firms, high inflation, and distortions.
In contrast, the 13 high-growth economies listed in Commission on Growth and
Development (2008), including the newly industrializing East Asian economies,
serve as examples of success in economic reform and catch-up. Lin notes that the
common characteristics of these successful economies are a credible and capable
government, a suitable reform strategy, and a market system to allocate resources.
These are all linked to Lin’s new structural economics proposal.
Lin presents the elements of the new structural economics in Chapters 5, 6, and
7. He starts with an interesting comparison between Burundi and Switzerland, two
countries with roughly the same population size but Switzerland’s per capita GDP
is more than 120 times that of Burundi. The main reason is that Burundi only has
comparative advantage in tea, coffee, and some small-scaled foods, while Switzer-
land has comparative advantage in products using sophisticated technology. This
suggests that factor endowments play an important role in explaining a country’s
level of economic development. How quickly can Burundi reach Switzerland’s
level of development? Lin argues that if the strategy is right, it is just the matter
of one or two generations!
Lin claims that the new structural economics differs from the old structural
economics in the following important ways. First, it posits that failure to develop
capital-intensive industries in developing countries is endogenously determined by
their endowments that includes soft and hard infrastructure. Second, it considers
the differences between low-income and high-income as the reflection of a whole
spectrum of many different levels of development rather than a dichotomy. Third,
it rejects the import substitution strategies which rely on the use of fiscal policy
or other distortions and favours a gradualist approach to trade liberalization.
Finally, it recognizes the importance of monetary policy as a counter-cyclical
tool and as an instrument to encourage infrastructure and industrial upgrading
investments.
Lin proposes a six-step growth identification and facilitation (GIF) framework
for successful industrial upgrading which allows a low-income economy to catch
up with middle-income and high-income economies. These include (i) Choosing
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the Right Target, (ii) Removing Binding Constraints, (iii) Seducing and Attracting
Global Investors, (iv) Scaling Up Self-Discoveries, (v) Recognizing the Power
and Magic of Industrial Parks, and (vi) Providing Limited Incentives to the Right
Industries. Among these, the most striking step is choosing the right target. Lin
suggests that a low-income economy should identify a list of dynamically growing
tradable goods and services that have been produced for about 20 years in fast-
growing countries with similar structure and a per capita income that is about
100% higher than its own. To illustrate the relevance of his GIF framework, Lin
discusses several successful catch up stories such as those of Chile, Finland, Japan,
Korea, Singapore, China, and Vietnam and argues that these countries have more
or less followed the GIF framework.
In Chapters 8 and 9, Lin examines the growth strategies adopted in the former
Soviet Union, China, and Vietnam and some other countries which have success-
fully moved from low-income status to middle-income status (in the World Bank’s
classification) in relation to his new structural economics and GIF guidelines. He
also discusses some important points which can help these countries avoid the
middle-income trap in the future and to catch up with high-income countries.
Specifically, these middle-income countries should develop industries within the
technological frontier by adopting the GIF framework, and provide support in R&D
and innovation to maintain the competitiveness in industries which are already at
the technological frontier.
In Chapter 10, Lin relates his new structural economics to earlier development
thinking. He emphasizes that his proposal of the new approach focuses on the
long-term development, so that it is suitable with not only low-income but also
middle-income and high-income countries at all levels of development. He wraps
up by asserting that all developing countries can grow at 8% or more for several
decades if their governments have the right policy framework to tap into their
latecomer advantages and facilitate the private sector’s development along the
lines of their comparative advantages.
The significance of industrial policy on growth strategies, where governments
play an important role, is not new in economic research. For instance, Stiglitz
(2001) made it clear that the governments in East Asian countries were very active
in allocating resources, maintaining high saving rates, and closing the technology
gap with advanced countries – some of the key factors that explained the East
Asian miracle. However, with this book, Lin moves a step further when he posits
a framework for the industrial policy to speed up economic growth.
In sum, this is a novel, non-technical, and well-written book on economic
growth by an experienced scholar. It meets the demands of both the research
community and policy makers around the world who want to achieve long-term
sustainable economic development for their country. The main limitation of the
book is the dominance of discussions (and examples) on how low-income countries
can catch up rather than what high-income countries could do to maintain their
technological lead. This, however, is unavoidable given the book’s theme: How
Developing Economies Can Take Off.
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